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KEY ECONOMIC INDICATORS 
In millions of U.S. dollars unless noted 


1984 = 1985 
Domestic Economy 
Population (millions) ra 22. 
Population Growth (percent) 2. > 
GDP (current prices) 11,846 11,930 
Per Capita GDP (current prices) 551 542 
GDP in Local Currency (1980=100) 150 180 
GNP (current prices) 12,072 12,114 
Per Capita GNP (current prices) 561 551 
Consumer Price Index (% change) 12. as 


Production and Employment 
Labor Force (1,000s) 6,450 6,700 
Unemployment (avg % for year) 13 14 
Industrial Production (local 
currency base 1978=100) 114° 116 
Govt. Oper. Surplus (+) or 
Deficit (-) as % of GDP -5. -4, -3.1 


Balance of Payments 
Exports FOB 2,159 2,178 2,438 2 
Imports CIF 3,887 3,827 3,802 -11 
Trade Balance -1,727 -1,649 -1,364 26 
Tourism Expenses 81 89 100 2 
Tourism Receipts 477 610 739 10 
Current Account Balance -993 -897 -216 77 
Foreign Direct Investment (new) 74 55 89 47 
Debt-Service (after relief)** 1,098 1,359 1,940 43 
Debt-Service Ratio as % of Exports 
of Goods, Non Factor Services, 
and Transfers 
Before Debt Relief 56. 58.0 71.3 
After Debt Relief 27. 31.2 37.0 
Foreign Exchange Reserves (year end) 50 83 159 46 
Average Exchange Rate for Year 8.85 10.00 9.10 


U.S.-Morocco Trade 

U.S. Exports to Morocco (FOB) 484 279 487 75 

U.S. Imports from Morocco (CIF) 33 44 47 7 

Trade Balance -451 -235 -440 -87 

U.S. Share of Morocce Exports (%) 1.5 1.4 1.3 

U.S. Share of Morocco Imports (%) 12.5 6.2 12.8 

U.S. Bilateral Aid (FY) 149.3 121.3 134.6 11 
Economic 99.8 85.5 89.1 4 
Military 49.5 35.8 45.5 27 


Principal U.S. Exports (1986): Wheat 139/Aviation Equipment 91/ 
Sulphur 74/Coal 27/Tobacco 24 

Principal U.S. Imports (1986): Processed Agricultural Products 6/ 
Spath Fluor 2/Agar Agar 2 


Sources: Bank of Morocco/Ministry of Finance/Embassy Estimates 
* based on value in dirhams, 1986 versus 1985 
** based on value in US dollars 





SUMMARY AND OVERVIEW* 


Morocco’s GDP in 1986 continued to grow at a healthy 5.8 
percent rate, but growth in 1987 is expected to be only 1 
percent due to poor harvest. The economy’s strong performance 
in 1986 was based on several factors: agricultural production 
increased 23 percent, continued lower oil prices and interest 
rates, especially strong performances in workers’ remittances, 
tourist receipts; and manufactured as well as agricultural 
exports. Phosphates and their derivatives, however, continued 
their lackluster contribution to the national economy, owing 
to slack international markets. The economy’s strong overall 
performance was reflected both in a decline in the trade 
deficit to $1.36 billion (a 26 percent drop in dirham terms) 
and a reduced current account deficit to about $216 million. 


Finances, chiefly external and government revenue, remain in 
difficult straits. External debt, both public and private, 
totaled about $18.5 billion at end 1986. Budget austerity, 
including the need to pay arrears, and structural adjustment 
have remained the basic orientations of government policy 
during this period, as they have for the past several years. 
Although a previous IMF program became nonoperational in 
mid-1986, a new IMF Standby Program was agreed upon in 
December 1986, extending until March 1988. A commercial bank 
rescheduling for 1984-88, agreed in principle at the same 
time, was finalized in September 1987. Government creditors 
provided generous relief at the Paris Club in March 1987. 
Foreign exchange reserves, although improving, remain slim in 
a time of increased trade liberalization leading to payment 
delays. Exchange rate flexibility has helped Morocco’s 
competitive position with a depreciation of 4.4 percent on an 
annual basis against a trade-weighted basket of currencies, 
although not the dollar. 


U.S. sales of $487 million made up a significant portion 
--12.8 percent-- of Moroccan imports in 1986. American wheat 
sales, capturing almost the entire import market in 1986, 
amounted to $139 million. Morocco’s sales to the United 
States totaled only 2 percent ($47 million) of total exports 
and were centered on minerals, clothing, and diverse processed 
agricultural products. Prospects for continued substantial 
imports from the United States are promising as the Moroccan 
economy evolves, and the dirham appreciates against the dollar. 


Forecasts for 1987 performance show a poor harvest limiting 
growth to about 1 percent; 1986-87 agricultural production in 
cereals fell 43 percent to 4.4 million tons while 1986-87 
citrus crop exports dropped 23 percent to 466,500 tons. On the 


* This rerport was prepared in January 1988. 
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other hand, exports are slated to continue their solid growth 
with nonphosphate exports rising about 7 percent. Phosphate 
rock’s slide is continuing with a drop in export revenues of 
about 12 percent; for the first time phosphoric acid, growing 
at more than 20 percent, will surpass rock exports in foreign 
exchange earnings. Imports in 1987 are expected to rise 
slightly --about 1 percent-- due principally to a likely 20 
percent increase in the petroleum import bill. Workers’ 
remittances are expected to remain about the same, with a 
probable 10 percent rise in tourist receipts. U.S. exports 
remain strong, although they are unlikely to reach 1986 levels. 


Growth Spurred by Agriculture: Economic progress in 1986 was 
spurred by agriculture. The 7.7 million ton cereals crop as 
well as a 34 percent increase in vegetable production and 23 
percent rise in citrus combined to stimulate the economy. 
Exports of vegetables and citrus, about 15 percent of total 
exports, increased substantially. Moroccan authorities, 
however, are concerned about future European Community (EC) 
agricultural imports restrictions likely to follow the 
accession of Spain and Portugal. Fisheries production, 
relatively underdeveloped despite its significant potential, 
increased by 25 percent to nearly 600,000 tons, a doubling 
from 1980 levels. The value of phosphate rock exports fell by 
22 percent to $416 million in 1986, reaching its lowest level 
since 1980. However, phosphoric acid rose from $311 million 
to $336 million; fertilizer exports declined from $119 million 
to $101 million. Manufactured goods, responding to adjustment 
policies including depreciation, saw growth in export-oriented 
sectors such as textiles (8.3 percent), electronic equipment 
(14.1 percent), and chemicals (21.2 percent). The 2 percent 
overall rise in export earnings is heavily dependent on 
agricultural and textile exports to the EC. 


Moroccan export performance has been helped by the continuing 
depreciation of the dirham against the currencies of most 
major trading partners, although not the United States. 
Movements in relative prices and exchange rates caused a 
trade-weighted dirham to depreciate 4.4 percent on an annual 
basis in 1986, but the decline of the dollar outpaced the 


dirham’s drop, resulting in increased market opportunities for 
U.S. exports to Morocco. 


Foreign investment (about $89 million new in 1986) is 
concentrated in food processing, chemical, and mechanical 
industries and in hotels. The equity share of foreign 
companies in Moroccan industry is about 13 percent. Many 
sectors (although not agriculture) are open to foreign 
investment; tax exemptions are generous, although regulations 


are cumbersome and government policy is to reduce investors’ 
tax holidays. 





-5- 


Public Finance: Public finance has continued to be a 
difficult area. There has been ongoing strong pressure to 
decrease government arrears, especially domestic arrears whose 
growth was halted, although not reduced, and which stood on a 
net basis at $720 million at end 1986. The budget benefitted 
from the Treasury’s capture of the gain from lower 
international energy and food prices, but government revenue 
was less than expected from the Value Added Tax (VAT) 
introduced in April 1986 and from lowered trade taxes. 

Central government revenue also increased less in 1986 than 
nominal GDP because the agricultural sector, the fastest 
growing sector, is tax exempt until the year 2000, and because 
of lower import and indirect effective tax rates . Gross 
fixed investment declined from 21.4 percent of GDP in 1984 to 
19.6 percent in 1986. Government austerity particularly 
depressed the construction industry, although private 
investment, stimulated by eased import restrictions picked up 
slightly. Savings increased, reflecting largely workers’ 
remittances which surged 31 percent to $1.4 billion in 1986. 
Overall, the savings-investment gap fell from $11.6 percent of 
GDP in 1984 to 2.6 percent in 1986. 


Money and Credit: Money supply grew at 15.9 percent in 1986, 
down from 17.7 percent the previous year. This reduction 
reflected a drop in new domestic credit from 15.4 to 11.3 
percent in 1986. Especially curbed was the growth of credit 
to the private sector which grew only 8.6 percent, restraining 


private expenditures and, coupled with budget austerity, 
restraining inflation to an 8.8 percent rise in the Consumer 
Price Index. The government worked to increase this slowdown 
through increases in deposit and loan interest rates, bank 
reserve ratios, and the introduction of a dirham deposit 


requirement equal to 25 to 50 percent of foreign currency 
requested. 


Employment and Income: With 53 percent of its 23 million plus 
population less than 20 years old, employment is both a 
serious and long-term problem for Morocco. Although data is 
sketchy, recent (1985) official figures show urban 
unemployment at 14 percent; underemployment, more prevalent in 
rural areas, is at least as high. More than 250,000 new job 
seekers enter the 7 million person labor force each year. The 
Moroccan economy’s rate of job creation is not high; in 
industry, business, and services only 15,000 net new jobs were 
generated in 1986. Government estimates --perhaps 
optimistic-- are that about one in three of these new job 
seekers will fail to find work. To employ all these workers 
would require, under reasonable scenarios, a GDP growth rate 
exceeding 5 percent annually. 


Per capita income in dirhams, with a population growth rate of 
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2.6 percent, rose 0.8 percent in real terms in 1986. The 
larger increase in dollar terms of 10.2 percent to $653 per 
capita GDP reflects the depreciation of the dollar, as well as 
the performance of the economy. (The World Bank’s estimate of 
Moroccan per capita GNP in 1986 is $580, based on a 3-year 
moving average of the dirham/dollar exchange rate.) For the 
medium-term future, rapid population growth and modest 
economic growth due to the need for financial austerity will 
result in scant improvement in living standards. Given the 
likelihood of only a very small GDP increase in 1987, per 
capita income is expected to decline slightly. 


Wages in Morocco reflect the level of economic development. 
The minimum industrial wage is to be raised 10 percent to 
$99/month, while the minimum agricultural wage --40 percent of 
the labor force is in agriculture-- is $65/month. Labor is 
abundant, although skill levels are not high; literacy was 56 
percent in urban areas in 1982. 


Moroccan workers in Europe remain an important factor in the 
Moroccan economy. Government estimates place the number of 
Moroccans residing abroad at just over 1 million, with about 
600,000 resident in France, 350,000 in other EC states, 23,000 
in Libya, and 11,000 in Saudi Arabia. 


Policy Framework: Progress is being made in the adoption of 
more market oriented and government revenue-enhancing 
policies, but more, including effective implementation, is 
needed. Much is expected from forthcoming initiatives in 
privatization of state enterprises and in tax reform -- 
strengthening the VAT and reducing investment code 
exemptions. The government plans to follow through on 
structural adjustment policies, but if the current turns 
positive, as expected, in the next few years, there will be 
strong pressures to increase public investment for growth at 
the expense of continued budget austerity. 


COMMERCIAL IMPLICATIONS FOR THE UNITED STATES 


Morocco’s recent average, moderate rate of domestic growth is 
likely to continue until early into the 1990s. Projects which 
meet Morocco’s development priorities and add export earnings 


to the economy are most likely to receive Moroccan Government 
encouragement. 


Companies that wish to take advantage of Morocco’s low labor 
cost and proximity to Europe may qualify for benefits under 
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investment codes and related provisions in the codes for 
fisheries and merchant marine, hotels and tourism, real estate 
development, and mining and matallurgy. Those local and 
foreign investors who have already done so, particularly 
foreign investors, find that land, labor, and local materials 
are available at dramatically low dollar costs. 


A Bilateral Investment Treaty was signed by Morocco and the 
United States. When ratified, the treaty will provide added 
protection to U.S. investors in such areas as capital 
repatriation, dispute settlement, and national and 
most-favored-nation treatment. The treaty retroactively 
covers existing investments. 


U.S. products and services are valued and sought, and the new 
dollar rate relative to the dirham enhances the near-term 
potential for large sales increases in Morocco. As the 
country moves to correct its financial position the mediun- 
and long-term outlook will be more attractive for American 
business. Morocco has a large, Western-oriented cosmopolitan 
population with more sophisticated consumer demands than most 
in Africa. There is a high potential for wealth from the 
country’s mineral deposits, rich agricultural and fishery 
resources, a growing industrial base, and development of its 
significant tourist attractions (a bilateral tourism agreement 
between the United States and Morocco is in effect.) 


Although Morocco’s economy historically has strong links with 
Europe, especially France, there is a willingness in both the 
government and the private sector to shift away from that 
dependence, look for new investment partners, and seek 
technological assistance from the United States. U.S. 
investments, including the sale or licensing of know-how, are 
eagerly sought. An investor or licensor must conform to local 
specifications and international standards, such as the 
metric system and 50 cycle electric current. French is the 
main language of marketing in packaging, sales, literature, 
and technical documentation. Arabic is useful, but French is 
essential. 


There is scope to improve trade between the United States and 
Morocco. During 1986 Morocco shipped only $47 million worth 
of goods to the United States, while the United States 
exported $487 million worth of goods to Morocco. The United 
States was in a strong second place among Morocco’s suppliers, 
after France which had 1986 sales of $885.8 million. 

Following the United States are Spain ($322.8 million), West 
Germany ($250.8 million), Italy ($190.5 million), Iraq ($113.9 
million) for crude oil, USSR ($105.4 million), and Kuwait 
($95.1 million) for crude oil. 
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Agricultural commodities (wheat, corn, cotton, and soybeans), 
civilian aircraft, military equipment, sulfur, and tobacco 
comprised the major share of U.S. sales to Morocco in 1986.. 


There will be continuing but limited opportunities for sales 
of U.S. oroducts in the near term. The need to carefully 
control external debt has forced Morocco to defer or curtail a 
number of planned expenditures, and there will be continued 
restricted ability to commit to large capital equipment 
purchases that are not backed by concessional supplier credit 
terms. The financing packages proposed by foreign bidders are 
as important as price and technology, Superior equipment, 
processes, and technology will favor U.S. suppliers, but it is 
still crucial to offer highly competitive and imaginative 
financing packages and assured aftersales service. The 
Export-Import Bank of the United States has provided cover for 
numerous U.S. exports to Morocco and will examine new 
commitment requests on a case-by-case basis under the recent 
relaxation of its stance vis-a-vis credit to Morocco. 


The U.S. Government, through the U.S. Department of Commerce 
and the Foreign Commercial Service, continues active efforts 
to develop sound and growing bilateral trade between Morocco 
and the United States. Meetings of the United States-Morocco 
Joint Committee for Economic Relations (JCER) offer an 
opportunity to highligh the importance of long-standing 
economic and commercial ties. The sixth JCER meeting is 
planned to be held in Washington in 1989. 


Trade missions to Morocco scheduled by the U.S. Department of 
Commerce include agribusiness, medical instruments, and 
hospital equipment. The United States has participated 
prominently in the Casablanca International Fair for more than 
24 years, the most recent being in April 1987. The U.S. 
pavilion was again awarded an exhibition prize medal, as it 
has been in every fair since 1979. The U.S. Department of 
Commerce intends to sponsor an exhibition at the next biennial 
fair in June 1989. Announcements and details of how to obtain 
exhibition space in the American pavilion will be made as soon 
as definite dates and plans for the 1989 event are released by 
fair officials. 


Best prospects for U.S. exports and investment in Morocco may 
be obtained from the U.S. Department of Commerce Desk Officer 
for Morocco, or from the Foreign Commercial Service in 
Casablanca and Rabat. 





-9- 


Apart from sales of agricultural products, aviation equipment 
remains a prime U.S. export to Morocco. Other industry 
sectors with potential for U.S. exporters follow: 


Mining Equipment: Moroccan imports of mining equipment were 
$19.6 million in 1986, of which U.S. sales totaled $7.6 
million, or 39 percent of the market. Best prospects include: 
open-pit rotary drills, draglines, electric shovels, cranes, 
dumpers, above-ground equipment for calcination, pulverizing, 


washing, drying and crushing, and underground tunneling 
machinery. 


Mining is Morocco’s most important source of export earnings, 
chiefly from phosphates and derivatives. Therre will be 
significant potential for American firms as suppliers or 
developers in expansion projects foreseen by the parastatal 
mining firms, such as Office Cherifien des Phosphates (OCP), 
or Societe Charbonnages de Maroc (coal mining), once they 
progress beyond the planning stage. U.S. companies interested 
in participating should regularly monitor the status through 
the Foreign Commercial Service in Casablanca or Rabat. 


Medical and Health Care Equipment: Morocco’s Ministry of 
Health is the principal end-user of medical equipment and 
supplies. The ministry manages 40 hospitals and 200 medical 
health care centers. Moroccan imports of medical equipment 
totaled $11 million in 1986, of which U.S. exports accounted 
for $291,972 or 2.7 percent of the total. 


Best prospects include X-ray equipment and parts, optical 
microscopes, spectrophotometers and related apparatus, 
paramedical supplies, spectacle parts and contact lenses, 
oxygen equipment, respiratory equipment, electro-cardiographs, 
oscillographs, and oscilloscopes. 


Hotel and Restaurant Equipment: The Moroccan tourist industry 
now is responsible for about 200,000 jobs and is an important 
source of foreign exchange. The Government of Morocco is 
actively seeking investment in the sector and offers many 
incentives through a specific investment code which allows 100 
percent foreign ownership, tax exemptions and long-tern, 
low-interest financing. The U.S. Morocco bilateral tourism 
agreement encourages two-way tourism. 
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Imports of hotel and restaurant equipment totaled about $9.9 
million in 1986, of which the United States’ export share 
amounted to only $44,641 or 0.4 percent. France and Italy are 
the major suppliers. Best prospects include laundry 
machinery, ice and ice-cube making machines, coffee makers, 
beverage and cigarette dispensers, commercial dishwashing 
machines, tableware, drinking fountains and garbage disposal 
equipment. 


Coal: Morocco expects to import 1.3 million metric tons per 
year of coal in the near term to supply its 300 MW generating 
station at Mohammedia and other industrial establishments 
throughout the country. Whereas U.S. coal worth $27 million 
provided the majority of Moroccan imports in 1986, the market 
has been captured since by slightly cheaper Colombian coal. 
Officials at the Moroccan coal import office have said they 
would welcome competitive bids from U.S. suppliers, 
particularly as Morocco looks to coal for more of its energy 
generation needs. 


Renewable Energy Equipment: Morocco faces an urgent need to 
become less dependent on imported hydrocarbon fuels, which 
currently provide more than 90 percent of Morocco’s energy 
needs. The Moroccan Government is engaged in an embryonic 
program of feasibility and design studies for solar technology 


to take advantage of sunshine averaging more than 300 days per 
year. 


The public sector is the principal market opportunity. 
Photovoltaics and small hydro- or wind-powered units are 
particularly attractive to the Moroccan Government for use in 
remote areas. Best sales prospects appear to be 
photovoltaics, small solar and wind units, and low current 
generators for remote signaling installations and used by 
small communities. 


Other sales and investment opportunities include food and fish 
processing, telecommunications, management and operations 
services, water resource and irrigation equipment, and a 
variety of light industry needs. 


Where to Go for Further Information: Potential U.S. investors 
can secure advice, services, and financing from U.S. 
Government agencies on any aspect of their interests or 
desired involvement in Morocco. The Office of the Near East 
(ONE) at the U.S. Department of Commerce has detailed 
marketing/investment material available. The Export-Import 
Bank of the United States (Eximbank) offers interesting export 
financing and commercial credit guarantees to cover 
U.S.-sourced equipment and services. The Overseas Private 
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Investment Corporation (OPIC) provides investors with 
insurance coverage against losses due to war, civil strife, 
expropriation or nationalization, and currency 
inconvertibility, while offering venture capital at attractive 
rates. The Trade Development Program, part of the U.S. 
International Development Cooperation Agency, can play a role 
in the planning of major projects by financing feasibility 
studies of operating investments. In Morocco, exporters and 
potential investors can consult with the Casablanca-based 
subsidiary of a major New York bank, the only U.S. bank 
operating in Morocco, or the local subsidiaries of two large 
U.S. public accounting firms as well as the 
Economic-Commercial Section of the American Embassy in Rabat 
and the U.S. Consulate General in Casablanca. The Foreign 
Commercial Service’s main office and library are at the 
Consulate General in Casablanca, Morocco’s largest city and 
the center of finance, trade, and industry. 
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